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Tne Honcrable James L. Cowen

Chairman, Railroad Retirement Board ~: =
fear Yr. Cowen:

Jde reviewed the accounting system of fthe Railroad Retirement
Board (RR3) to determine wnether it wes being cperated in accord-
ance with the design approved by the Jomptroller General in 1971,

Except 2s notad in thi< repert, tnhe accounting system was
befng opirated in accordance with the system design approved by
tne {omptrailer General and ppears 13 Le sup tant1 ily in coinpii-
ance with tie principles, standards, onu rolated roquiremer®s
prescribed by tne Conmptroller Gerneral.
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Qur conciusion is based o4 a reviov, including Timitad tests
of the procedures used t¢ C t.o ang account for revenues ard col-
lections, disbursements, ur|1gau ans, and prop.rty; the accounting
procedures useu in maintaining the ger. reral tedyer ang the sdosidiary
C0<t ledcer; and the effectiveness of ihe accounting system in pro-

"icing financial information useful to maragement. A sznaraze review
1S weing wade of tne manual and autome®ic data processing coatrols in
tne retiremeat and unemployment benefit payients L,ystem and ~ill be
tha supject of another report.
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The RRB did not provide for inzernal raview coveraoce on i

;cyelical nasis of accountable officer “unctions and financial re-
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pocts. he Chief Executive Officer informed us fhat ae concurred
in our observations and that the irternal ausit staff 4ill [repare

‘a plan for systematic review of then,

The Congress recognizez tue role and usefuiness of intarnal
duditing in section 113 of *ne 3udget and Accounting Procedures Act
of 1653 wnicn preovide:. in part, that the nead of pach exccucive

. ageney shall establisn and 7aintain svstems of accsunting andg in-

ternal cortrol designed to proviae effeclise cnnirc) over and
acroirtagility for a*l funds, property, And other assets for whicn
tre acency is responsitle, including zppreoriate internal audit,
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ed ©0 heads of I=partments ard
r oaccounting ard internal
te~odatad Auust 1, 1365

e respunzinilities, tne Corpe

ard centrels sheuld
inc*ude the corduct of systematic interrnal reviews indenendent of
acceuntacie officers tc assure that auequate adninistrative *roc~u'k
for systematically examining disbursarernt and collecticn transactic
to VE”i‘J thelr legality, prooriety, and correciness are being fol owed;
trav effective controls are ma;ntalned over disbursemants. collact s,
and talarces for which accountaple officers nra ?ESpO‘” le; ard what
agpropriate administrmtive actlons are taken 0 sctain any n o352y

corrective acsicn required.

™ f‘cmt“oller General reemphasiz
agencies thelr resconsitlilities Ior troce
control, incliuxding internal audiz, oy let
(§~16lﬂ57) To adequately “*'char~° thes
roller General reerphasized that grocedure
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{ the GAQ Pollcy and Procedures Marumal for Guidance of
s staras that intermal audit should irclude tne revisy
cn of the wrole system > mararemert 2orirmls over
opera wions and Tescurees to ascertalin whether they are tuncticning

in zccordance wich their desizm arnd are Function$.g elili'acsivaly.
furtaer, chs re 2ity of the data used vy manasement forointerr
CUTPOsas and 22’ repcris cneuld be estzb;;srw. thraon She
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internal ouclit examination ana testing of acccunclrs a4 ouier records.
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Juring the 3 years ended Cecerter 31, 1374, the U intormal
audit stall zade only limited reviews of o.oourtaslse officeor ine4isns
ard No reviews of inancizl reports. The .nternal audsy staf? also
did rot review tre adaquacy of controls ard nrecucures fap patirerert
ceneris “ﬁ':e“uo ard otner agministrmiive ﬂi:cuwunn»nﬁu, fund LC'TLJLS,
Troperty and otrer asserns, and the rellwllicy of Tininctal repcrts.

va letter dated February 13, 1270 (5114317, Hu resorted Lo
tne Joard "rat Interral auditorss were Lelng w05l Ted Yo perform lie
operating functions. Jur curvent review intlenra; tiat w1373 R
azain assigned Internal audls =Laff to creratirgs rfunctiomn .

In comenting on tne accove mattars, the Thlal “ieanti, o Mficon
wiized uc tnat irfernal aullt coveraie Was LLAted in the - 3t ue
o tne s.all st timz for auzis of Jleld

o LTI T
ar’, tne need to allcea
orr'izes and for otner reviews 2

)

e
tiavions reguented by
Zoard, and tae reed to detalil staff < pert)
Sions In Implerenting fumercus 2mendments Lo the Snilreyd Re

ACU Or tne Sociil Securisy ack.
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M reloelts rrovran faro-
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he lniel ixecutive Offlcer informed un that, In anccrance wilss
cur DPOD“S&L, tne interval audlt stalT will orecare 2onloen Do 3yneema-
vic veviaw o accourtavle of Ticers' tuncticons and Cimaraialrencrns.
22 also =;re 2 otrat fature ddvercicon of e dntormal sl coeff e
-

crerating functicns would te linited o arereercies.
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Qyery year ard o rmert oand “_1:m("~-r'o 2ayary
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the 2pproved ECaClh:_? systaem desizr

Mo o [N Sad 1e_j “3 el nh:]r:‘ ‘l’l" 4?‘\Yﬂ“‘“.’\r‘
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Subsection 12.5 of T™tle 2 of tne JAD Pollizy ard Urocwlures
arwal for Guidance of Federal Agenciles requires Indermardent shecas
“hn accurﬁcy of tre acccunting receords -urourh pericdic rhysical
Physical inventcries token 2zt resular intervals are
determine wWnether accounting procedures pravide alequate

- &+, E 4e e k]
e inforraticn on crarges In the Investment Ln perooral

The PRZ cenducted timely fmverteriss c.f rroperty Lodst in Pleld
of fices, lcowever, the mest recent inventory ol neadruarters pronerty,
”cvc;in; 211 enudpment and furniture, was :anleted in dmant 1029,
Thus, tne accuracy of the pronerty azccurnting recerds and the 20020~
tiverncso of the procadures in use have nct teen reviowel ip cvyer o

e
[t o e

: Al A jw] e ~epesd, R 4 4 ¥ e
de propased that RPE conduct timely onycical Inventorien in the

future.
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In co.-.nentm;) cn these matters, the Chisf esutivy Officer
+ - Y 'S 3 Tt ¢ N - b
adviced us that ne plans to have a2 complete invertery mxen of 21l
| . « I .y . 1 [ R, - 4 3 3
mx-ccur.t::mln Jropex*:y in the neadzuarters sulldir~ ard Shab 1 -emiliar
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Laventery schedulse weuld e followed therezfisr,
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‘The A3 had not estaclished adecuats procedures Mr zoentrolling
< 3 Ter e ~ - e, 4 4
zpllivetion repittances nol Irredistely crccesced for Iresit.
> 7 cf the 2A0 Policy and Zromedures Macunl for il iree of
ﬂdvri; nLCﬂCie‘ > tiar rorer records ara adeyiive nnyclnal
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requires cpitLe
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cortrol oo malntained cver monins recelived. Afencics re reapcnstlle
c -

far placin the zellecticors uder arnrerrizte acccunting ‘ﬂ"rol
1 d krs 2 -~ L
sPCﬂrt;J upon recelrt. 3ection 11 of Title 7 of toae O4) “arual sreci-
ETAn RE Y .
Tizally requires that control records diselose:

1. Collections which have nos heen darnestzed,

- E S . - cvi et i .
n trarsic wnden have nct teen aoorowlodsoi oty
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3. Deposits which hzve Teen acimewlodized ny Sne konealtary,
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CAash remitcarses 4t P are recelved oy four different orocessing
wnits 15 enllacticns o unermloyment ! naance contrisuticns, Vedfare
.

preriuns, wenelit worpaymenns, and niscellanecur ceneral "aﬂeints.
Irily one ankt prepared an ineedtate control listing or recorvd forr =23ch

¢ iy 42 5 Y e s - ,-.n PR T, - RN
remivtangs LLmmtlilad, Also, she sransler of remistanc.ls tetweern gnits
. < Alemira wmean 1, 1
was nct always reccrdaed Lrcperly.
! e, -~ '7[2 ‘s o e ,\.4,4 vy o oy NE S
w2 proposed tias FBD rotcoedures orovide foroan acccurtacilie

record over zaoh ronintances shlch are ot Imredintely schedulsd for
depesit and are trinsterred to arether processing unls,
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e Ludal Lxecutive SPfLcer agreed that Liproved casn acccurt-
4 Aegd ~ vamm -
K oand advised us thas o:?ps HeULd O

ability npsacdiens wore neade
tascen Co 33tnolish trem,
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The 38 13 1n the process cf cenverting 1ts zeneral and Lubsi-

) o o . - \ s s ~

diary Taders Dranooomanal Systen Sooan oautcrztic data procescins
syslem. Lhie Avea of s ooy p
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G soadedln oy pregaration zrd Irolemertanicon.
In 2dtlttan, ir‘f"‘LJ‘ 5oan atzd wrezedures wlll ce estac-
1ished i, Lin tre sl :VW‘ tleement fof of 1374 ard the
Regluvil ll zasion ot 73.
’ The . i 2 rCCOurSing ctem 2f the FR5 was aeorovaed
i T the 2
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W@ want o thank the Chiefl Ixecutive Ifflcsr ard “na 3tar? af +ne
. - ; . ; P
Offize of Zudrmet and Fiscal Creraticrs and Sne 2%ize of sanagerent
Control fer thelr cooperacion anc accist.rce.
we would appreciate your coments and advise as o any farther
4 3 - 4~ b
3cTions vaxken cr plamned cn the mattess dissuszesd in thig recort.
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